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BUREAU  OF  AGRICULTURAL  ECONOMICS 


One   of  the    important   factors    influencing   the   COURSE   OF   INDUS. rial 

ACTIVITY    DURING    THE    REMAINDER    OF     1940     IS     THE     INVENTORY    SITUATION.  AVAIL- 
ABLE   DATA    ON     INVENTORIES,     UNFILLED    ORDERS,     AND    NEW    ORDERS    ARE  INCOMPLETE, 
AND    UNSATISFACTORY     IN    OTHER    RESPECTS.       THE    ABOVE    CHART    SHOWS  DIFFERENT 
ESTIMATES    OF    MANUFACTURERS1     YEAR-END     INVENTORIES    SINCE     1935.     ThE  THREE 
SERIES    WHICH    PERMIT    COMPARISON    WITH     1929    GIVE    VERY    CONFLICTING  INDICATIONS 
OF    THE    RELATIVE    SIZE    OF    PRESENT    INVENTORIES,    BUT    IN    COMPARISONS    WITH  RE- 
CENT   YEARS    THE    DIFFERENCES    ARE    LESS    MARKED.        In    GENERAL,     THE    VALUE    OF  IN- 
VENTORIES   OF    MANUFACTURERS    APPEARS    TO    BE    LOWER    THAN     I  fi     1937.  HOWEVER, 
THE    COMPOSITION    AND    LOCATION    OF    CURRENT     INVENTORIES     IS    MUCH    MORE  SIGNIFI- 
CANT   THAN    THE    TOTAL.       CHANGES     IN    STEEL    AND    TEXTILE     INVENTORIES    AND  UN- 
FILLED   ORDERS,     IN    RELATION    TO    THE    CURRENT    FLOW    OF    NEW    ORDERS    AND  ESTIMATED 
CONSUMPTION,     ARE    ESPECIALLY     IMPORTANT    IN    APPRAISING    NEAR-TERM  INDUSTRIAL 
PROSPE  CTS . 
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SUMMARY 

Business  conditions  affecting  domestic  demand  for  farm  products 
showed  continued  weakness  during  the  past  month,  but  this  weakness  was  no 
more  than  expected  and  the  demand  outlook  remains  about  the  same  as  in 
recent  months.     Industrial  activity  has  declined  since  January,  but  in 
recent  weeks  the  decline  has  become  more  gradual  and  there  are  several 
preliminary  indications  which  suggest  the  probability  of  'an  early  end  to 
the  downward  trend.    As  is  usual,  there  was  a  delayed  reflection  in  consumer 
purchasing  power  of  the  relapse  in  industrial  activity.    Although  consumer 
income  failed  to  advance  in  January  it  held  close  to  the  December  level, 
and  unless  the-  decline  in  industrial  activity  is  more  prolonged  than  is 
now  expected  the  buying  power  of  consumers  probably  will  not  be  substantial- 
ly reduced. 

Export  statistics  continue  to  indicate  that  the  European  war  is 
having  an  adverse  effect  on  exports  of  American  farm  products.    Even  the 
gain  in  cotton  exports  as  compared  with  those  a  year  earlier,  induced  by 
depleted  European  stocks  and  export  subsidies,  is  being  rapidly  diminished 
according  to  recent  weekly  data.    Industrial  product  exports  continue  to 
show  substantial  gains  over  corresponding  periods  a  year  earlier,  and  in- 
quiries for  aircraft  and  some  other  items  suggest  that  increasing  support 
to  the  domestic  demand  situation  may  be  expected  from  foreign  sales. 

The  general  level  of  wholesale  commodity  prices  has  been  unusually 
stable  during  the  past  month,  following  the  declines  from  December  to 
February,  and  signs  of  strength  have  appeared  in  a  few  commodities.  Com- 
modity prices  in  general  are  considered  less  vulnerable  than  in  1937-35  and 
no  widespread  declines  in  the  general  price  level  are  anticipated. 


-  3  - 


Prices  received  by  farmer's  ill  March'  were  somewhat  lower  than  in  February, 
according  to  preliminary  indications,  and  prices  paid  probably  remained  at 
about  the  sane  level  as  during  the  past  6  months. 

Farm  income  declined  less  than  seasonally  in  February,  and  remained 
higher  than  a  year  earlier.  Income  from  sal©3  in  March  will  probably  move 
about  the  usual  seasonal  increase,  but  Government  payments  will  be  smaller 
than  in  February. 

A  summary  of  the  situation  by  commodities: 

Cotton:  Domestic  cotton  prices  remained  relatively  steady  during  the 

past  month.    They  were  about  one-fourth  higher  than  a  year 
earlier,  when  domestic  exports  and  mill  activity  were  much 
lower  than  during  the  past  month.    The  recent  declines  in 
exports  and  mill  activity  were  expected  in  view  of  the  high 
levels  of  the  preceding  weeks. 

Wheat:  Domestic  wheat  prices  in  March  recovered  almost  to  the  peak 

levels  reached  in  December.     Changes  in  prices  in  the  next  few 
months  are  expected  to  depend  largely  upon  weather  conditions 
in  both  domestic  and  foreign  countries,  the  rate  at  which  farmers 
liquidate  aid  sell  loan  wheat,  developments  in  the  foreign 
political  situation,  anc  upon  the  volume  of  overseas  sales  of 
North  American  wheat. 

Feed  grains:    Feed  grain  prices  advanced  slightly  daring  the  past  month  and  in 
mid-March  were  substantially  higher  than  those  of  a  year  earlier. 
In  mid-February  corn  prices  in  the  surplus  corn  area  were  5  to 
15  cents  below  the  loan  rate,  and  the  present  rate  of  sealing 
indicates  that  the  total  quantity  of  com  sealed  will  be  con- 
siderably Icarger  than  the  227  million  bushels  of  193^  corn  sealed. 

Little  change  occurred  in  prices  of  fats,  oils,  and  oilseeds  in 
February.     But,  with  the  exception  of  lard  and  oleo  oil,  prices 
generally  were  higher  than  a  year  earlier.     Increased  consumer 
income,  higher  rates  on  ..ceaii  shipments  for  imported  materials, 
shortage  of  range  feed  in  the  Western  States,  and  reduced 
supplies  of  cottonseed  and  peanuts  were  among  the  factors  re- 
sponsible for  increased  prices  this  year  compared  with  last. 
Lower  lard  prices  resulted  chiefly  from  increased  production 
and  from  weakness  in  the  expert  demand  for  edible  fats. 

Hogs:  Slaughter  supplies  of  hogs  are  expected  to  increo.se  seasonall3r 

in  the  next  month  or  two  as  the  movement  of  fall  pigs  gets 
under  way  in  large  volume.    The  fall  pig  crop  may  be  marketed 
somewhat  earlier  than  usual  this  year  because  of  the  unfavorable 
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ratio  of  hog  prices  to  corn  prices  in  recent  months.  The 
weekly  rate  of  hog  slaughter  decreased  seasonally  in  February, 
but  marketings  during  the  month  were  much  Larger  than  a  year 
earlier.    Prices  of  hogs  remained  about  steady  during 
February  and  early  March. 

Cattle  numbers  on  farms  on  January  I,  19^0  were  about  3  percent 
larger  than  a  year  earlier.    Total  marketings  of  cattle  and 
calves  during  19*40  probably  Till  not  be  greatly  different  than 
in  1939 1  and  cattle  numbers  are  expected  to  increase  further 
in  1940.    Marketings  of  cattle  decreased  seasonally  during 
February;  slaughter  supplies  cf  short-fed  cattle  continued 
relatively  large,  however,  and  the  total  slaughter  supply  of 
cattle  in  February  was  larger  than  a  year  earlier.    Prices  of 
most  grades  of  slaughter  cattle  advanced  sharply  in  the  last 
half  of  February. 

The  early  lamb  crop  in  the  principal  producing  States  is  expected 
to  be  about  the  sane  this  year  as  last,  but  the  number  of  early 
lambs  marketed  before  July  1  probably  will  be  considerably 
larger  than  a  year  earlier.    Marketings  of  grass  fat  yearlings 
from  Texas  this  spring  also  will  be  larger  than  last  spring. 
Slaughter  supplies  of  sheep  and  lambs  decreased  seasonally  in 
February  and  were  somewhat  smeller  than  a  year  earlier.  Lamb 
prices  advanced  sharply  *n  February  and  early  March. 

Domestic  supply  conditions  continue  relatively  favorable  for  the 
marketing  of  the  I9U0  domestic  wool  clip.    The  carry-over  in 
the  United  States  into  the  new  season  which  begins  April  1  is 
likely  to  be  the  smallest  in  recent  years.     Domestic  mill  con- 
sumption, on  the  other  hand,  may  not  be  so  large  as  in  1939 
when  consumption  of  apparel  wool  exceeded  domestic  production 
by  about  150  million  pounds .     Sales  of  domestic  wool  continued 
email  in  February  and  prices  at  Boston  were  largely  nominal. 
Prices  in  foreign  markets  advanced  in  February. 

Butter  prices  declined  sharply  during  February,  after  reaching 
the  winter  pecl^:  in  late  January.    The  sharp  increase  in  milk 
production  during  February,  together  with  the  decline  in  busi- 
ness activity,  was  the  principal  factor  accounting  for  the 
decline.     Even  though  prices  ere  decidedly  below  the  winter 
peel:,  they  are  considerably  higher  than  at  the  corresponding 
tine  a.  year  earlier.    While  some  further  seasonal  decline  is  in 
prospect,  it  seems  probable  that  prices  will  continue  higher 
than  in  1939  during  the  coming  spring  and  summer.  Butter 
production  in  January  was  only  slightly  less  than  in  January 
1939-    Apparent  consumption  of  creamery  butter  in  January  was 
5  percent  larger  than  in  January  1939*     This  increase  occurred 
even  though  there  was  a  marked  reduction  in  the  distribution 
of  butter  for  relief. 


Poultry: 


Sgg  production  per  hen  increased  more  than  seasonally  during 
February.     The  volume  of  eggs  being  marketed  has  increased  and 
wholesale  prices  have  der inod.    Marketings  of  dressed  poultry 
continue  to  be  relatively  heavy.    Preliminary  indications  point 
to  a  somewhat  smaller  hatch  of  chicks  during  19^0- 
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Market  prices  of  old  potatoes  have  shown  little  change  in  re- 
cent weeks,  but  those  of  new  stock  have  declined  somewhat  from 
the  relatively  high  levels  reached  immediately  following  the 
late  January  freeze  in  the  South.    Prices  of  many  track  crops 
at  market  centers  declined  in  recent  weeks  from  the  relatively 
high  levels  reached  a  month  earlier,  although  prices  of  these 
severely  damaged  by  the  late  January  freeze  continue  at  high 
levels.    Market  prices  of  California  navel  oranges  and  leraons, 
Texas  grapefruit,  and  western  apples  in  early  March  were  somewhat 
lower  than  a  month  earlier,  while  prices  of  Florida  oranges  and 
grapefruit,  eastern  apples,  and  western  pears  were  slightly 
higher. 

DOMESTIC  DEMAND 

Further  deterioration  has  occurred  during  the  past  month  in  conditions 
affecting  the  domestic  demand  for  farm  products.    Industrial  production,  which 
in  January  receded  about  7  percent  from  the  all-time  peak  reached  in  December, 
apparently  was  about  9  percent  lower  in  February  than  in  January,  and  some 
further  slackening  in  operations  probably  is  taking  place  in  March*    Any  addi- 
tional decline  that  may  occur  is  expected  to  be  moderate  as  compared  with 
that  of  the  first  quarter.    A  reversal  of  the  downward  movement  probe.bly  will 
occur  this  spring,  but  there  are  as  yet  no  signs  pointing  to  a  rapid  recovery 
thereafter. 

The  sharp  contraction  in  industrial  activity  early  in  19*40  halted  the 
upward  trend  in  consumer  income,  according  to  preliminary  January  estimates, 
and  a  moderate  decline  in  income  is  in  prospect  until  industrial  activity 
again  picks  up.    However,  unless  the  fall  in  industrial  production  reaches 
unexpected  proportions  the  support  to  consumer  income  resulting  from  the  pre- 
ceding period  of  business  improvement  will  prevent  any  marked  diminution  in 
domestic  consumer  demand  for  farm  products. 

Though  weekly  business  statistics  continue  to  disclose  sagging  tenden- 
cies in  most  lines  of  industrial  activity,  there  are  already  discernible  some 
undercurrents  which  are  suggestive  ox  an  early  end  to  the  corrective  phase 
through  which  industry  is  now  passing.    'These  are  to  be  found  largely  in  the 
price  field.    For  instance,  one  large  steel  producer  has  announced  that  prices 
of  processed  steel  products  will  be  the  same  in  the  June  quarter  as  at  present. 
Steel  scrap  prices,  which  are  usually  sensitive  to  changes  in  underlying  econom- 
ic conditions,  and  which  had  fallen  25  percent  between  October  and  February, 
have  not  receded  any  further  for  about  a  month.     Similarly  copv^  prices, 
which  are  also  sensitive  to  changes  in  business  developments,  have  advanced 
moderately  on  resumption  of  heavy  domestic  and  increased  foreign  buying.    In  - 
fact,  the  daily  average  price  index  of  28  basic  commodities  reported  regularly 
by  the  Bureau  of  Labor  Statistics,  after  a  decline  from  125-5  (August  1939  =  100) 
on  December  19  to  115.6  on  February  lU,  has  since  recovered  slightly. 

There  are  several  important  reasons  for  assuming  that  the  current  de- 
cline in  industrial  activity  will  be  less  severe  and  not  so  prolonged  as 
that  of  the  1337-33  period,  and  will  not  result  in  as  serious  contraction  in 
national  income  and  in  the  domestic  demand  for  farm  products.    The  present 
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relapse  was  preceded  by  ouch  smaller  increases  in  comoodity  and  security 
prices  than  was  that  of  1937-3^ »  and  inventories  in  the  hands  of  manufacturers 
and  distributors  apparently  increased  but  moderately  during  the  final  half  of 
1939  as  compared  with  the  more  prolonged  period  of  inventory  expansion  which 
immediately  preceded  the  1937-33  depression.    Though  various  estimates  show- 
ing changes  in  manufacturers'  inventories  are  not  in  close  agreement  (see  cover 
page)  ,  each  shows  the  value  of  inventories  lower  at  the  start  of  19*+0  than  they 
were  at  the  end  of  193 7 «    But  taking  wholesale  prices  into  consideration,  it 
appears  that  the  physical  volume  of  manufacturers 1  inventories  was  almost  as 
large  at  the  start  of  19*4-0  as  in  late  1937. 

Of  greater  significance  than  the  relative  size  of  inventories  now  end 
in  1937  is  the  fact  that  there  does  not  now  appear  to  be  as  great  danger  of 
inventory  losses.    Commodity  prices  are  not  in  as  vulnerable  position  as  they 
were  following  the  greater  rise  which  preceded  the  1937  business  collapse, 
particularly  since  major  wars  in  the  past  have  been  accompanied  by  increasing 
world  commodity  prices.    Under  these  conditions  it  is  doubtful  that  there  will 
be  any  concerted  tendency  en  the  part  of  business  to  reduce  inventories  to  any 
great  extent,  and  thereby  to  aggravate  the  decline  in  industrial  activity. 

Trends  in  the  major  lines  of  industrial  activity  have  continued  about 
the  seme  as  they  were  a  month  ago.    Automobiles  remain  as  the  most  outstanding 
bright  soot  among  the  major  industries,  with  production  exceeding  any  previous 
comparable  period  except  1929.    Dealer  inventories  appear  ample ,  however, 
and  output  may  not  expand  any  more  than  seasonally  in  coming  weeks.  Textile 
activity  has  receded  substantially  from  the  rete  of  late  1939  and  some  further 
adjustment  appears  probable.     Steel  mills  have  reduced  output  from  above 
90  percent  of  capacity  late  in  1939  to  below  65  percent  now.    New  orders  are 
considerably  below  this  rate,  but  may  pick  up  soon  as  stocks  of  steel  in  the 
hands  of  fabricators  decline.     Const  miction  contracts  continue  at  a  somewhat 
lower  level  than  a  year  ago  but  otherwise  the  highest  for  the  season  since  1931* 
Operations  in  several  of  the  smaller  industries — electrical  equipment,  machine 
tools,  aircraft,  etc.— continue  very  active  end  with  no  let-up  in  sight.  In- 
dustrial exports  continue  large  and  various  estimates  place  the  probable  in- 
crease for  19/40  at  around  a  billion  dollars,  or  about  ho  percent. 

Speculative  markets  appear  to  be  viewing  the  business  outlook  with  more 
confidence  than  they  were  a  month  earlier.     The  immediate  decline  in  industrial 
activity  appears  to  be  approaching  en  end.    Consumer  buying  power  and  the 
domestic  demand  for  fare  products  have  been  affected  only  slightly  to  date  by 
the  industrial  readjustment,  and  barring  unexpected  developments  will  remain 
for  some  time  well  above  corresponding  months  of  1939- 
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Export  statistics  for  January  and  developments  in  connection  with 
war-time  trade  controls  in  European  belligerent  nations  offer  further  evidence 
that  the  first  year  of  war  will  have  an  adverse  effect  on  export  demand  for 
most  farm  products. 
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The  aggregate  value  of  agricultural  exports  exclusive  of  cotton  was 
smaller  in  January  1^40  than  in  January  1939*    Declines  were  especially  large 
in  tobacco  (2&  percent)  and  in  crude  foodstuffs  (56  percent).  Manufactured 
foodstuffs  exports  were ,  on  the  whole,  about  40  percent  above  t  rose  of 
January  1939  and  the  value  of  cotton  exported  was  about  four  tines  as  great  as 
a  year  earlier. 

The  large  increase  in  cotton  exports  is  primarily  an  outgrowth  of 
developments  not  connected  with  the  war,  mainly  depleted  European  stocks  of 
American  cotton  and  our  subsidizing  of  cotton  exports.    However,  the  large 
volume  of  cotton  export  shipments  which  followed  the  outbreak  of  war  was  in 
part  due  to  uncertainties  concerning  ultimate  effects  of  the  war  on  shipping 
facilities  and  on  ocean  freight  end  insurance  rates.    Heavy  shipments  of  cotton 
during  late  1939         early  19U0  against  foreign  orders  (which  were  placed  while 
export  subsidy  funds  were  available)  have  cut  into  export  back-logs  and  have 
eased  the  situation  created  by  depleted  European  stocks  of  American  cotton. 
As  a  result,  export  shipments  in  recent  weeks  have  shown  much  smaller  gains 
over  the  corresponding  weeks  of  last  year. 

The  7^-percent  increase  in  exports  of  processed  nonagri cultural  products 
in  January  19^-0  as  compared  with  those  a  year  earlier  was  a  sustaining  factor 
in  the  domestic  demand  situation,  offsetting  in  part  the  adverse  effect  of  war 
on  farm  product  exports. 

WHOLESALE  COMMODITY  PRICES 

The  general  lovel  of  wholesale  commodity  prices  has  changed  little 
during  the  past  month.     Slight  declines  in  prices  of  leather,  textiles,  fuel, 
and  miscellaneous  products  were  offset  by  moderate  gains  in  metals,  building 
materials,  and  chemicals.    Farm  and  food  product  prices  are  about  the  same  as 
a  month  ago.    The  sensitive  daily  index  of  prices  of  23  basic  commodities 
computed  by  the  Bureau  of  Labor  Statistics  declined  about  3  percent  from 
December  19  to  February  lU,  but  has  since  been  remarkably  stable  and  is  slightly 
higher  now  than  a  month  earlier. 

The  resistance  of  commodity  prices  to  the  depressing  effects  of  further 
declines  in  industrial  activity  is  indicative  of  the  strength  in  underlying 
factors.    The  situation  is  quite  different  from  that  at  a  similar  length  of 
time  after  the  start  of  the  decline  in  industrial  activity  in  September  1937. 
Commodity  prices  were  then  declining  fairly  rapidly  and  continued  weak  for 
several  months.    Inventory  losses  were  accumulating  and  causing  business  men 
to 'hold  purchases  to  a  minimum.    At  present  prices  are  but  slightly  below  the 
September-December  1939  average,  when  inventories  were  being  accumulated. 

Failure  of  any  general  commodity  price  weakness  to  develop  as  yet,  signs 
that  declines  in  such  sensitive  individual  commodities  as  steel  scrap  and 
copper  may  be  about  over,  and  the  possibility  that  the  war  in  Europe  will  lend 
support  to  industrial  product  prices  create  a  different  attitude  on  the  part 
of  business  men  toward  inventories  than  that  of  late  1937.    Tne  prospect  that  - 
a  war- inspired  price  advance  nay  ovostuato  is  an  effective  off sot  to  the  fear 
that  any  substantial  decline  might  develop,  especially  since  there  had  been 
no  advance  in  the  general  level  of  wholesale  prices  during  more  than  a  year 
of  recovery  in  general  business  prior  to  the  outbreak  of  war  in  Europe. 
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Pric<=  movements  of  farm  commodities  which  usually  are  quick  to  reflect 
changes  in  consumer  buying  power — butter,  eggs,  fruit,  vegetables,  and  meats — 
appear  to  have  been  geared  closely  to  changes  in  seasonal  and  other  supply  M 
factors  during  the  past  month,  with  little  or  no  evidence  that  consumer  buying  ^ 
power  has  as  jet  been  sufficiently  curtailed  to  be  much  of  a  depressing  factor. 

Though  wholesale  prices  still  continue  under  the  influence  of  further 
curtailment  in  industrial  activity,  little  genera?,  weakness  is  expected  unless 
the  decline  in  activity  is  more  prolonged  than  new  seems  probable.  The 
possibility  of  losses  on  inventories  appears  no  greater  than  the  possibility  of 
being  caught  with  inadequate  stocks  should  the  war  in  Zurope  spread  or  become 
more  active  and  lead  to  a  worldwide  speculative  advance  in  commodity  prices. 

FARM  INCOME 

Farm  income  declined  le^s  than  seasonally  from  January  to  February, 
and  in  February  was  somewhat  higher  than  a  year  earlier.    The  uptrend  in 
income  after  seasonal  adjustment  resulted  primarily  from  a  2 -point  rise  in  the 
prices  received  by  farmers  and  in  the  large  amount  of  corn  placed  under  loan 
during  February.    The  marked  decline  in  sales  of  fresh  vegetables  in  February 
was  largely  offset  by  the  increase  in  prices.    Government  payments  on  the  1939 
Soil  Conservation  Program  continued  large  in  February* 

Farm  income  in  March  is  likely  to  make  about  the  usual  seasonal  increase 
from  February  and  is  expected  to  total  somewhat  higher  than  in  IS  arch  last  year 
since  both  marketings  and  prices  of  farm  products  are  above  the  level  of  a 
year  ago.     The  amount  of  com  placed  under  loan  in  Liarch  may  be  smaller  than 
in  February  but  income  from  fruits  and  trick  crops  probably  will  increase  more 
than  usual.    Government  payments  to  farmers  are  likely  to  be  lower  in  lisrch 
than  a  year  earlier,  as  the  peak  of  Soil  Conservation  payments  on  the  1939 
program  was  reached  in  January  and  February  I9U0  whereas  the  peak  on  the  1$3S 
program  occurred  in  L:arch  and  April  1935 . 

FRIC3S  R3CEI"ZD  AND  PAID  BY  FABJuESRS 

The  index  of  prices  received  by  farmers,  on  basis  of  price  changes 
in  central  markets,  is  estimated  to  have  declined  seme  from  mid-February  to 
March.    Advances  of  some  importance  were  recorded  in  prices  of  caxxle ,  wheat, 
and  lambs  and  there  were  minor  gains  in  a  few  other  commodities .    Pricos  of 
hogs  were  about  the  same  in  mic-harch  as  a  mouth  earlier.    Declines  in  such 
important  items  as  butterfat,  eggs,  and  track  crops  were  fairly  substantial 
and  there  were  also  minor  losses  in  several  other  products.    The  declines  in 
prices  of  some  groups  of  products  were  for  the  most  part  seasonal,  and  in 
some  other  instances  the  changes  were  adjustments  from  earlier  abnormal  advances 
which  had  accompanied  unusual  winter  weather  conditions. 

The  general  level  of  farm  prices  in  February,  at  101  percent  of  the 
1910-11+  avere-ge,  was  two  points  higher  than  in  the  preceding  month,  nine  points 
above  February  1939,  ar^d  the  highest  since  January  193^.    Frodacts  for  which 
farm  prioas  are  still  below  the  1910-1*4-  average  include  all  the  principal 
grains,   cotton,  hogs,   eggs,  apples,  hay,   aid  work- stock. 
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Prices  paid  by  farmers  in  March  for  commodities  used  in  production  find 
for  family  living  probably  remained  at  122  percent  of  the  1910-14  average,  the 
same  as  from  September  1939  to  February  1940,  inclusive. 

The  ratio  of  prices  received  to  prices  paid  rose  2  points  in  February  to 
83  but  probably  declined  as  much  in  March, 

COTTON 

Domestic  cotton  prices  during  the  past  month  were  again  relatively 
steady  and  continued  mostly  about  one-fourth  higher  than  a  year  earlier.  The 
daily  average  price  of  middling  7/8  in  the  10  markets  ranged  from  10-1/3  to 
10-4/5  cents  between  February  6  and  March  13.     During  the  same  period  last 
year,  when  exports  and  domestic  mill  activity  were  materially  lower  than  in 
recent  weeks,  the  range  was  between  8-1/2  and  3-4/5  cents. 

A  further  decline  in  domestic  cotton  rill  activity  in  February  and 
early  March  was  perhaps  no  more  than  had  been  anticipated.    The  New  York  Times 
seasonally  adjusted  index  of  137  percent  of  normal  for  the  week  ended  March  2 
compares  with  142  for  the  week  ended  January  27,     For  the  week  ended  March  4 
last  year  the  index  was  120.     In  February,  domestic  mill  consumption  of  663,000 
bales  was  18  percent  larger  than  in  February  1939.    The  7-month  total  from 
August  through  February  of  4,700,000  bales  was  nearly  750,000  bales  (19  per- 
cent) larger  than  in  the  corresponding  period  last  season.    Manufacturers r 
sales  of  unfinished  goods  continued  below  production  during  most  of  the  past 
month.     For  the  week  ended  March  8  such  sales  were  equal  to  or  slightly  larger 
than  output  for  the  first  week  in  more  than  3  months,  according  to  trade  re- 
ports. 

In  Great  Britain,  France,  and  some  of  the  neutral  European  countries 
cotton  mill  activity  continued  relatively  high"  during  recent  weeks ,    An  im- 
portant part  of  the  output  was  still  for  the  filling  of  Government  orders.  In 
Central  Europe  cotton  consumption  is  materially  restricted  due  to  the  shortage 
of  raw  material. 

In  February  domestic  exports  were  more  than  2-3/4  times  as  largo  as  in 
February  last  year.     In  each  week  cf  the  5-wock  period  ended  March  7,  domestic 
exports  exceeded  those  of  a  year  earlier  by  75  percent  or  less,  whereas  for 
several  woeks  prior  thereto  exports  were  from  throe  to  four  times  as  large  as 
in  the  corresponding  period  last  season.     From  August  1  to  March  13  domestic 
exports  totaled  5*027,000  bales  compared  with  2,649,000  bales  during  the  cor- 
responding period  last  season,  an  increase  of  90  percent, 

WHEAT 

Domestic  wheat  prices  in  early  March  recovered  almost  to  the  peak  levels 
reached  in  early  January,    The  advance  reflected  reports  of  poor  domestic  crop 
condition,  reports  of  damage  to  wheat  in  Soviet  Russia  tind  sections  of  Europe, 
and  renewed  concern  over  the  foreign  political  situation.     During  the  latter 
pert  of  February,  prices  had  declined  partly  as  a  reaction  to  the  sharp  advance 
which  ended  February  23  and  partly  as  the  result  of  the  liquidation  of  wheat 
leans. 
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The  price  of  No,  2  Hard  Winter  at  Kansas  City  averaged  101  cents  for  the 
week  ended  March  9,  compared  with  104  cents  for  the  -week  ended  January  6,  when 
prices  reached  the  highest  levels  in  about  2  years,  and  103  cents  for  the  weej^ 
ended  February  24,  the  recent  high  level,     Mo.  1  Dark  Northern  Spring  wheat  em: 
Minneapolis  averaged  104  cents  for  the  week  ended  March  9,  compared  with  110 
cents  for  the  week  ended  January  6,   and  107  cents  for  the  week  ended  February 
24,     On  February  13,  cash  prices  declined  somewhat,  reflecting. Russian-Finnish 
negotiations  and  widespread  snows  and  rains  over  domestic  wheat  areas. 

Wheat  prices  in  the  United  States  continue  high  in  comparison  with 
prices  in  other  countries,  as  the  result  of  the  Government  programs  and  poor 
crop  prospects.     Prices  of  hard  winter  wheat  at  the  Gulf  and  white  wheat  at 
Pacific  ports  are  about  24  cents  above  export  parity,  and  prices  of  domestic 
spring  wheat  at  Buffalo  are  only  about  14  cents  lower  than  approximately  tho 
same  quality  of  Canadian  wheat,  c,  i,  f,,  duty  paid,  at  Buffalo.     These  price 
spreads  compared  with  spreads  the  middle  of  February  indicate  that  domestic 
prices  are  about  the  same  to  slightly  lower  compared  with  foreign  wheat  values 
of  a  month  ago. 

Extreme  cold  weather  and  alto  'natc  freezing  and  thawing  are  believed  to 
have  caused  crop  damage  over  much  of  Europe,    Damage  is  reported  to  be  espec- 
ially heavy  in  Belgium  and  in  parts  of  the  Danube  Basin,     The  area  seeded  to 
winter  wheat  in  Rumania  is  reported  to  be  17  percent  less,  and  in  Yugoslavia 
11  percent  less,  than  seeded  in  these  two  countries  last  year.     Reports  also  ^ 
indicate  that  there  has  been  considerable  -  winter  kill  in  Soviet  Russia,  fl| 

Changes  in  wheat  prices  in  the  next  few  months  arc  expected  to  depend 
largely  upon  weather  conditio2is  in  both  domestic  and  foreign  countries,  the 
rate  at  which  farmers  liquidate  and  soli  loan  wheat,   developments  in  the  for- 
eign political  situation,   and  upon  the  volume  of  overseas  sales  of  North 
American  wheat. 

CORN  AID  OTHER  FEED  GRAINS 

Prices  of  feed  grains  advanced  slightly  during  the  past  month.  The 
price  of  No,  3  Yellow  corn  at  Chicago  for  the  week  ended  March  9  was  58  cents 
por  bushel,  about  10  cents  per  bushel  higher  than  a  year  earlier.     The  price  of 
No,  3  YJhitc  oats  was  44  cents  per  bushel,  about  15  cents  per  bushel  higher  than 
a  year  earlier.     Improvement  in  the  general  business  situation  as  compared  with 
a  year  earlier,   increased  livestock  numbers,  and  the  large  quantity  of  corn  go- 
ing under  seal  appear  to  be  the  important  factors  supporting  feed  grain  prices 
above  the  early  1939  level. 

Local  market  prices  of  corn  in  much  of  the  surplus  corn  area  ranged 
from  5  to  15  cents  below  the  loan  rate,   and  with  the  increased  number  of  pro- 
ducers eligible,  a  large  quantity  of  1939  corn  is  being  sealed.     Up  to  March  6| 
229  million  bushels  had  been  reported  as  sealed  compared  with  195  million 
bushels  reported  up  to  that  date  last  year.     It  now  appears  that  the  total 
quantity  of  1939  corn  sealed  will  be  considerably  larger  than  the  227  million 
bushels  of  1938  corn  sealed  and  that  the  total  quantity  of  unsealed  corn  on 
April  1  may  be  somewhat  smaller  than  the  991  million  bushels  on  that  date  a 
year  ago , 

l/    Neither  sealed  nor  held  by  the  Government, 
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Latest  reports  on  the  condition  of  the  1940  Argentine  corn  crop  indicate 
that  the  production  may  exceed  375  million  bushels,    A  crop  of  this  size  would 
be  the  largest  since  1936,  and  would  contrast  with  the  two  small  crops  of  174 
and  191  million  bushels  for  the  past  2  years*    Very  little  1939  corn  will  re- 
main for  export  from  Argentina  on  April  1,  the  beginning  of  the  1940-41  market- 
ing year. 

Exports  of  corn  from  the  United  States  for  the  period  October  -  January 
totaled  17.4  million  bushels,  which  was  about  4  million  bushels  below  the  ex- 
ports for  the  corresponding  period  of  1938-39* 

OILSEEDS,  FATS,  AMD  OILS 

Little  change  occurred  in  prices  of  fats,  oil's,  and  domestic  oilseeds 
from  January  to  February  this  year.    But  prices  of  nearly  all  items  in  February, 
with  the  exception  Of  lard,  and  oleo  pil-j  were  higher  than  a  year  earlier. 

Increased  consumer  income,  higher  rates  on  ocean  shipments  for  imported 
materials,  and  difficulties  in  securing  Supplies  of  certain  foreign  oils, 
notably  tung,  perilla,  and  fish-liver  oils,  were  among  the  factors  responsible 
for  the  increased  prices  of  most  fats  and  oils  in  February  this  year  compared 
with  last.    Lower  lard  prices  resulted  chiefly  from  increased  production  and 
from  weakness  in  the  export  demand  for  edible  fats. 

The  average  price  of  No.  2  Yollow  soybeans  at  Chicago  in  February,  at 
$1.06  per  bushel,  was  10  cents  lower  than  in  January  but  was  nearly  30  percent 
higher  than  in  February  1939,    The  farm  price  of  cottonseed  in  mid-February 
was  about  £26*65  per  ton,  slightly  higher  than  a  month  earlier  .and  approximate- 
ly 18  percent  higher  than  a  year  earlier.    No*  1  flaxseed  at  Minneapolis s  at 
$2*14  per  bushel,  was  abcut  12  percent  higher,  and  the  mid-month  farm  price  of 
peanuts,  at  3.6  cents  per  pound,  was  6  percent  higher  than  a -year  earlier. 

Several  factors  were  responsible  for  the  higher  or  ices  of  domestic  oil- 
seeds in  February  this  year  than  last.    Among  theso  wore  the  relatively  high 
prices  for  oilseed  cake  and  meal  (brought  about  in  part  by  the  shortage  of 
range 'feed  in  several  areas  of  the  Western  States),  the  5  -  20  percent  higher 
prices  of  cottonseed,  peanut,   soybean,  and  linseed  oils,  and  reduced  supplies 
of  cottonseed  and  peanuts. 

HOGS 

A  seasonal  increase  in' hog  marketings  is  expected  to  begin  within  the 
next  month  (April),  as,  the  movement  of  fall  pigs  gets  under  way  in  large  volume. 
The  fall  pig  crop  probably  will  be  marketed  somewhat . earlier  than  usual  this 
year  because  of  the  unfavorable  ratio  of  hog  prices  to  corn  prices  in  rec: nc 
months.     The  1939  fall  pig  crop  was  about  16  percent  larger  than  the  195?  srop, 
and  slaughter  supplies  of  hogs  probably  will  continue  materially  larger  than  & 
year  earlier  throughout  the  remainder  of  the  hog  marketing  year  (through 
September  30 )•     Consumer  demand  for  hog  products  in  this  period  probably  will 
bo  stronger  than  a  year  earlier,  but  export   demand  may  be  weaker. 

Inspected  hog  slaughter  in  February  totaled  4,2  77,000  head,  about  48 
percent  more  than  in  February  last  year  and  the  largest  slaughter  for-  the  [..month 
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since  1952.     The  percentage  increase  in  slaughter  over  a  year  earlier  in 
February  was  much  the  largest  for  any  month  thus  far  in  the  current  hog  mark™ 
ing  year,  which  began  October  1,    The  weekly  rate  of  hog  slaughter  has  de- 
creased seasonally  since  about  mid- January,  however,  and  total  inspected 
slaughter  for  February  was  about  20  percent  less  than  in  January,  Inspected 
hog* slaughter  for  the  first  5  months  of  the  current  hog  marketing  year 
(October-February)  totaled  nearly  23  million  head,  or  about  23.5  percent  more 
than  in  the  corresponding  period  of  the  1938-39  season.    The  1939  spring  pig 
crop  was  about  20  percent  larger  than  that  of  1938, 

Hog  prices  have  remained  remarkably  steady  throughout  the  past  3  months, 
A  slight  advance  occurred  in  the  last  half  of  December,  which  was  followed  by 
a  moderate  downward  trend  during  January,  but  during  February  and  the  first 
week  of  March  the  weekly  average  prices  of  hogs  at  leading  markets  did  not 
change  much.     Ordinarily,  hog  prices  advance  somewhat  from  about  mid- January 
through  February  as  hog  marketings  decrease  seasonally.    The  average  price  of 
butcher  hogs  at  Chicago  for  the  week  ended  March  9  was  about  $5,20,  compared 
with  £,5.15  a  month  earlier  and  |7,75  a  year  earlier. 

The  number  of  hogs  on  farms  on  January  1,  1940  totaled  58.3  million, 
about  9  million  head  or  18  percent  more  than  the  number  on  January  1,  1939, 
The  increase  in  numbers  in  the  past  year  was  the  second  largest  on  record.  In- 


creases in  numbers  wore  reported  in  all  areas,  with  the  largest  percentage  i 
crease  in  the  Corn  Bolt. 


Recent  reports  indicate  that  the  proportion  of  sows  in  the  total  hog 
marketings  is  somewhat  larger  than  a  year  earlier.    This  probably  is  a  reflec- 
tion of  the  low  hog-corn  price  ratio  of  the  past  2  months,   and  indicates  that 
a  larger  than  usual  proportion  of  sows  bred  for  spring  farrow  is  being  sold  for 
slo.ughter.     Some  decrease  in- the  1940  soring  pig  crop  seems  probable. 

CATTLE 

The  upward  trend  in  cattle  numbers,  which  began  in  1938,  probably  will 
continue  for  a  few  mere  years,  barring  the  recurrence  of  severe  droughts.  The 
total  number  of  cattle  and  calves  on  farms  and  ranches  on  January  1,  1940  was 
about  68.8  million  head,  about  2  million  head  larger  than  a  year  earlier.  Most 
of  the  increase  in  numbers  during  the  past  year  occurred  in  States  bordering 
the  Mississippi  River  and  eastward. 

The  increase  in  numbers  during  1939  was  accompanied  by  a  considerable 
reduction  in  marketings  of  cows  and  heifers.     Some  further  decrease  in  market- 
ings of  breeding  stock  is  expected  in  1940,  but  this  may  be  offset  by  larger 
marketings  of  steers.     The  present  level  of  numbers  could  be  maintained,  even 
if  total  slaughter  of  cattle  and  calves  in  1940  should  be  1.5  million  head 
greater  than  in  1939.     TTo  such  increase  in  the  1940  slaughter  now  seems  proba- 
ble, but  further  increases  in  numbers  eventually  will  bring  about  considerably 
larger  slaughter  and  marketings  of  cattle  and  calves. 
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After  declining  somewhat  during  the  last  half  of  January  and  in  early 
February,  prices  of  most  grades  of  slaughter  cattle  advanced  sharply  in  the 
last  half  of  February,    The  advance  was  most  pronounced  for  the  better  grades 
of  slaughter  steers  and  for  feeder  cattle.     The  spread  between  the  prices  of 
upper  and  lower  grades  of  slaughter  cattle  widened  further  in  February,  but 
in  earl;-  March  it  was  about  the  same  as  a  year  earlier,     The  average  price  of 
good  grade  beef  steers  at  Chicago  for  the  week  ended  March  S  was  about  $9*95 
compared  with  $9.40  a  month  earlier  and  flO«60  in  the  corresponding  week  of 
1939.    The  average  price  of  stocker  and  feeder  steers  at  Kansas  City  for  the 
week  ended  March  S  was  about  $8.95,  nearly  |1.2C  higher  than  a  month  earlier 
but  about  30  cents  lower  than  a  year  earlier. 

Marketings  of  cattle  decreased  seasonally  in  February,    The  total 
number  of  cattle  slaughtered  under  Federal  inspection  during  the  month  amount- 
ed to  715,000  head,  about  112,000  head  less  than  in  January  but  62,000  head 
more  than  in  February  last  year.     The  increase  over  a  year  earlier  apparently 
occurred  chiefly  in  short-fed  cattle,  as  the  proportion  of  well-finished 
cattle  marketed  in  the  past  3  months  has  been  much  smaller  than  a  year  earlier. 
Inspected  calf  slaughter  in  February  totaled  378,000  head,  about  2  percent 
less  than  a  year  earlier, 

LAMBS 

The  early  spring  lamb  crop  in  the  principal  producing  States  this  year 
will  be  about  the  same  as  that  of  last  year.     But  the  number  of  early  lambs 
for  slaughter  before  July  1  is  expected  to  be  considerably  larger  than  last 
year,   since  many  more  of  the  early  lambs  in  California  and  Texas  arc  expected 
to  reach  slaughter  weight  and  condition  by  July  1,    Last  year  early  lambs  in 
these  areas  developed  very  poorly  because  of  unfavorable  feed  conditions.  In 
the  eastern  early  lambing  States  weather  and  feed  conditions  since  the  first 
eart  of  the  year  have  been  ouite  unfavorable  for  earlv  lambs. 

Slaughter  of  sheep  and  lambs  during  May  and  June  this  year  probably  will 
be  considerably  larger  than  the  small  slaughter  during  those  months  last  year, 
but  in  April  it  may  be  smaller.     In  addition  to  larger  marketings  of  spring 
lambs  from  Texas,  shipments  of  grass  fat  yearling  lambs  and  wethers  from  that 
State  before  July  1  also  are  expected  to  exceed  those  of  lest  year. 

Slaughter  supplies  of  sheep  and  lambs  decreased  seasonally  during 
February,     Federally  inspected  slaughter  for  the  month  totaled  1,313,000  head, 
or  about  285,000  head  less  than  in  January  and  48,000  head  less  than  in 
February  last  year.     Inspected  sheep  and  lamb  slaughter  in  the  preceding  3 
months  (November  -  January)  was  larger  than  a  year  earlier  chiefly  because  of 
the  larger  marketings  of  fed  lambs  from  the  Corn  Belt,     The  number  of  lambs 
put  on  feed  in  the  Western  States  after  January  1  this  year  was  somewhat  small- 
er than  a  year  earlier,  however,  and  slaughter  supplies  of  fed  lambs  during 
the  remainder  of  the  fed-lamb  marketing  season,  which  ends  about  May  1,  are 
expected  tc  be  smaller  than  a  year  earlier.     The  number  of  lambs  remaining  on 
feed  in  the  northern  Colorado  and  western  Nebraska  feeding  areas  around  March  1 
was  about  10  percent  smaller  than  in  early  March  last  year. 


Prices  of  fed  lambs  advanced  sharply  during  February  and  in  the  first 
week  of  irarch.    The  average  price  of  good  and  choice  slaughter  lambs  at 
Chicago  for  the  week  ended  March  9  was  fl0»25,  at  cut  |1»35  higher  than  a  montj^ 
earlier  and  the  highest  level  reached  in  the  current  foc-iruu  marketing  seascW 
(December— April During  Do cent or  and  January  prices  of  fed  lambs  did  not  dif- 
fer greatly  from  those  of  a  year  earlier,  but  in  early  March  lamb  rriccs  were 
about  $1,20  higher  than  a  year  earlier  end  were  about  equal  to  the  peak  prices 
reached  in  both  1938  and  1939.    Prices  of  slaughter  ewes  in  early  March  also 
were  higher  than  a  month  earlier  and  a  year  earlier. 

WOOL 

Domestic  supply  conditions  continue  relatively  favorable  for  the  market- 
ing of  the  1940  domestic  wool  clip.    Even  if  imports  in  February  and  March  are 
relatively  large.,  the  carry-over  in  the  United  States  into  the  new  season  which 
begins  April  1  is  likely  to  be  the  smallest  in  recent  years.     Domestic  mill 
consumption  in  1940,  on  the  other  hand,  may  not  be  so  large  as  in  1939,  when 
consumption  of  apparel  wool  exceeded  domestic  production  cf  shorn  and  pulled 
wool  by  about  190  million  pounds. 

Developments  in  foreign  wool  markets  in  the  next  few  months  are  not 
likely  to  vreaken  the  domestic  situation.    Prices  have  advanced  sharply  in 
South  America  and  South  Africa  since  early  January.     Supplies  of  good  quality 
wools  in  those  countries  are  reported  to  be  clearing  rapidly.     Only  small  cuarK 
titles  cf  Australian  wool  are  being  released  to  neutral  countries  and  prices  ^ 
cf  such  wool  are  fixed  by  the  British  Government  Wool  Control. 

Sales  cf  domestic  wool  continued  small  in  February.    Prices  at  Boston 
were  somewhat  irregular  but  quotations  on  most  grades  were  largely  nominal. 
Good  French  combing  length  fine  territory  wools  in  original  bags 'were  quoted 
at  90-93  cents  a  pound,  scoured  basis,  in  the  week  ended  I  larch  2,  compared  with 
95-97  cents  a  month  earlier.    Prices  for  graded  domestic  wools  on  the  Boston 
market  at  the  end  of  February  were  about  15  percent  below  the  high  point  reach- 
ed in  September  but  were  about  35  percent  higher  than  before  the  sharp  rise  in 
September . 

Mill  consumption  of  apparel  wool  in  the  United  States  in  January  was 
slightly  longer  than  in  December  and  was  9  percent  larger  than  in  January  1939. 
Unfilled  orders  for  woven  cloth  held  by  reporting  mills  on  January  1  were 
about  equal  to  those  cf  a  year  earlier  and  were  about  50  percent  larger  than 
orders  held  at  the  beginning  of  1938. 

United  States  imports  for  consumption  cf  apparel  wool. totaled  24.3 
million  pounds  in  Jonuary  compared  with  15.9  million  pounds  in  December  and 
6.1  millicn  pounds  in  January  1939.     January  imports  were  the  largest  for  any 
month  since  March  1937.  I 

"World  wool  production  apparently  reached  a  new  peak  in  1939.  produc- 
tion in  1939,  exclusive  of  production  in  the  Union  of  Soviet  Socialist 
Republics  and  China,  is  pr co-is ionally  estimated  at  3.6  billion  pounds.  The 
1939  estimate  is  about  3  percent  greater  than  production  in  1933  and  is  about 
7  percent  larger  than  the  5-year  (1953-37)  average. 
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3UTTFB 

Butter  prices  declined  sharply  during  February ,  after  reaching  the 
winter  peak  in  late  January.     The  sharp  increase  in  milk  production  during 
February,  together  with  the  decline  in  business  activity,  was  the  prin- 
cipal factor  accounting  for  the  decline.     Even  though  prices  are  decidedly 
below  the  winter  peak,  they  are  considerably  higher  than  at  the  correspond- 
ing tine  a  year  earlier.     While  some  further  seasonal  decline  is  in  prospect, 
it  seems  probable  that  prices  will  continue  higher  than  in  1939  during  the 
coming  spring  and  summer. 

Following  the  sharp  decline  in  prices  in  February,  the  Dairy  products 
Marketing  Association  and  Federal  Surplus  Commodities  Corporation  purchased 
about  l,5oc,OCO  pounds  of  butter  from  February  2S  until  March  9. 

Butter  production  in  January  was  only  slightly  less  than  in  January 
1939*     This  was  in  marked  contrast  with  earlier  months  ( Sept ember— December) 
when  production  had  been  decidedly  less  than  in  the  corresponding  month  of 
the  preceding  year.     Weekly  report?!  indicate  that  production  in  February 
was  larger  than  in  February  1939*     It  seems  quite  probable  that  production 
will  continue  high  during  the  remainder  of  the  feeding  period.     Cow  numbers 
are  increasing  end  feeding  has  been  relatively  heavy. 

Apparent  consumption  of  creamery  butter  in  January  was  5  percent 
larger  than  in  January  1939-     Till s  increase  occurred  even  though  there  was 
a  marked  reduction  in  the  distribution  of  butter  for  relief.     Trade  output 
through  regular  commercial  channels  was  about  13  percent  higher  than  a  year 
earlier.     The  changes  in  prices  and  apparent  consumption  indicate  that  con- 
sumer expenditures  for  butter  in  January  were  26  percent  higher  than  in  the 
same  month  of  1339  •     It  is  expected  that  consumer  expenditure  for  butter 
during  the  coming  spring  and  summer  will  average  higher  than  the  correspond- 
ing period  of  1939* 

Storage  stocks  of  butter  are  declining  and  approaching  the  seasonal 

low. 

POULTRY  AihD  FC-C-S 

Egg  production  per  hen  increased  more  than  seasonally  from  the  un- 
usually low  late  January  -  early  February  production.     The  rate  of  ley  on 
March  1  was  70  percent  above  the  production  fig-ore  for  February  1.  However, 
the  net  seasonal  increase  in  rate  of  lay  since  January  1  has  been  less  than 
usual  and  the  figure  for  March  1  was  slightly  below  a  year  earlier  although 
somewhat  above  the  19 29-30  aver;ige  for  that  date. 

The  increasing  production  is  resulting  in  sharp  increases  in  egg 
marketings.     F.eceipts  at  the  four  principal  markets  for  bhe  week  ended  March 
2  were  about  the  sane  as  a  year  earlier  but  somewhat  below  the  average  re- 
ceipts for  that  week,    prior  to  the  week  ended  March  2  receipts  were  decidedly 
below  both  a  year  earlier  and  the  10-year  average.     Fata  for  the  2o  market s 
indicate  that  the  major  into— storage  movement  for  eggs  began  during  the  week 


ended  March  2.     The  larger  receipts    f  :-ggs  have  been  reflected  in  sub- 
stantial declines  in  wholesale  egg  prices.    These  lower  wholesale  prices, 
aceompenied  by  steady  feed  prices,  have  resulted  in  a  feed?-ogg  ratio  at 
Chicago  that  indicates  an  unfavorable  situation  for  producers.    ?or  the 
week  ended  March  9  it  required  7*  56  dozen  o.rgs  to  buy  ICC  pounds  of 
standard  poultry  ration  at  Chicago.    £his  co-apares  with.  6.3S  dozen  a  year 
earlier,  6.1b  dozen  for  the  10~yoar  average  for  that  date  end  5. 18'  dozen 
for  the  week  ended  February  10  of  this  year. 

Receipts  of  er:ssed  poultry.'  at  the  four  principal  markets  indicate 
that  poultry  marketings  are  continuing  above  both  these  of  a  year  earlier 
and  the  lO-yc-ar  average.    United  States  cold  storage  holdings  of  dressed 
poultry  on  March  1  were       percent  above  0.  year  earlier  and  37  percent 
above  the  13??*-32>  average  for  that  date.    The  larger  supplies  of  frozen 
poultry  this  year  ore  primarily  a  result  of  the  larger  stocks  of  turkeys 
compared  with  other  years. 

Reports  of  producers'  intentions  indicate  that  the  19*4C  turkey  crop 
nay  be  slightly  larger  than  the  record  1939  production.     Bat  it  appears 
probable  that  hatchings  of  chicks  will  ec  somewhat  lewer  this  year  than  in 
1939. 

P0TA20SS 

Market  prices  of  old  stock  potatoes  in  lino  with  normal  changes  in 
rapplies  for  this  time  of  year,  have  shown  little  change  in  recent  weeks 
but  those  of  new  stock  have  declined  somewhat  from  the  high  levels  which 
were  reached  following  the  severe  freeze.     With  the  exception  of  prices  of 
Colorado  ?.ed  McClures  end  of  new  stock,  market  prices  in  early  Llarch  were 
generally  somewhat  above  those  of  0.  year  earlier. 

In  the  case  of  the  Eed  IfcClure  variety,  supplies  are  large  this  season 
relative  to  total  sueplits  of  all  varieties ,  wheree,s  a  year  earlier  they  were 
small. 

Supplies  of  new  potatoes  are  relatively  sme.,11  and  are  expected  to 
continue  so  until  the  latter  part  of  A_  ril.     The  principal  source  of  supply 
during  the  next  few  weeks  will  be  Dade  County,  Plorida,  where  the  crop  was 
damaged  sever  ely  by  the  late  January  freeze.     Shipments  this  season  from 
north  Florida  and  the  lower  Hio  Grande  Valley  of  Texas  are  expected  to  be 
2  to  3  weeks  later  than  usual.     The  crop  in  these  areas  is  now  making  rapid 
growth  and  stands  -are  better  then  earlier  expected.     In  the  ether  arras  of 
the  South  potato  planting  has  been  delayed  by  unfavorable  weather  but  is 
now  making  rapid  prepress. 

Market  erices  of  manv  truck  cro-. s  declined  in  recent  Y/*eeks  from  the 
relatively  high  levels  reached  a  month  earlier,  although  prices  of  those 
severely  damaged  by  the  late  January  freeze  continue  at  high  levels.  Supplies 
cf  lina  beans,  snap  beans,  beets,  cucumbers,  eggplant ,  okra,  peppers,  squash 
and  tomatoes  are  very  scarce  r^nd  are  expected  to  continue  so  for  at  least 
another  month. 


tJhfavojfabl'e  weather  the  last  half  of  February  retarded  the  growth 
cf  truck  crop  s  and  delayed  plantings  for  spring  and  early  sunrier  harvest 
in  all  ef  the  Southern  States  and  California*    These  delays  are  likely  to 
result  in  a  crowding  of  iiarketings  in  May  and  June,  in  that  the  delayed 
early  crops  are  likely  to  overlap  the  marketing  season  of  some  of  the 
second  early  States. 

Pre  duct  ion  of  asparagus  in  the  early  States  is  indicated  to  total 
7,206,000  crates  compared  with  6,647, CCD  crates  last  season.     This  pro- 
duction includes  both  the  crop  for  market  and  for  processing  in  California. 

P.ecent  reports  on  the  south  Florida  tomato  crop  indicate  that  the 
acreage  for  harvest  now  totals  only  o  ,pOC  acres  this  season  as  conrpared 
with  IS, 000  ceres  last  season.    Also  that  the  acreage  in  the  other  early 
States  is  only  40,000  acres  compared  with  42,100  acres  in  1939. 

FHUITS 

Fruit  prices  at  market  centers  showed  a  mixed  trend  in  late  February 
and  early  March.    Prices  of  California  navel  oranges  and  lemons,  Texas  grape- 
fruit, and  western  apples  in  ei:  rly  M.arch  wore  somewhat  lower  than  a  month 
earlier  while  prices  of  Florida  oranges  and  grapefruit,  eastern  apples,  and 
western  pears  were  slightly  higher. 

Much  of  the  rise  in  prices  cf  citrus  fruits  occurring  immediately 
after  the  late  January  freeze  in  Florida  and  Texas  has  "bean  lost,  hut  prices 
cf  southern  citrus  remain  slightly  higher  than  a  year  earlier.  California 
navel  oranges  at  $2.65  per  cox  in  17  ow  York  City  during  the  week  ended  March 
9  were  47  cents  per  hex  lower  than  a  month  earlier,  lemons  were  down  f& 
cents  per  box  from  $4#52,  but  Florida  oranges  and  grapefruit  at  £2.30  and 
$1.96  per  "box,  respectively,  were  about  5  cents  higher.     Western,  boxed  apples 
averaging  $1*05  in  early  March  wore  slightly  lower  than  a  month  earlier, 
whereas  most  varieties  ef  eastern  apples  aver-' .god  about  10  cents  per  bushel 
higher.    Tfostcm  pears  have  advanced  seasonally  in  recent  Weeks  and  in  early 
March  averaged  35  to  5°  cents  par  box  higher  than  in  early  February. 

Prospective  production  of  winter  and  spring  oranges  declined  further 
in  Florida  but  increased  slightly  in  California.    The  Valencia  orange  crop 
in  Florida  is  now  estimated  at  7  million  boxes  compared  with  9  million  boxes 
a  month  earlier  and  13  million  a  year  earlier.     The  California  navel  orange 
crop  is  increased  1.3  million  boxes  to  17.4  million  and  comp.--.res  with  17-9 
million  boxes  last  season.     The  total  winter  and  spring  orange  crap,  which 
is  the  principal  source  of  market  supply  until  about  the  and  of  Hay,  is  indi- 
cated at  4S. 4  million  boxes  as  compared  with  the  a;.b  million- box  -production 
from  the  bloom  of  193 S.     The  prospective  production  of  granefru_t  -and  lemons 
is  unchanged  from  a  month  ago  when  grapefruit  production  was  indicated  to  be 
13.7  million  boxes  less  than  that  of  last  season. 

Cold  storage  holdings  of  apples  totaled  14.4  million  bushels  on  March 
1  or  about  1  million  lass  than  a  year  earlier.     They  indicate  that  the  out  of 
storage  movement  in  February  was  slightly  larger  than  in  February  1939  but 
slightly  smaller  than  the  average  for  February.    The  Federal  Surplus  Commodities 
Corporation  is  continuing  to  purchase  apples  and  has  maintained  the  out-of- 
storage  movement  dosnitc  the  almost  complete  loss  of  the  export  outlet. 
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Differences  of  opinion  with  respect  to  the  cat  look  for  industrial 
activity  during  the  remainder  of  1940  hinge  largely  upon  interpretation  of 
the  inventory  situation.     One  group  of  business  analyst s  believes  that  in- 
ventories now  are  very  heavy,  as  a  result  of  the  rapid  recovery  of  industrial 
production  since  the  middle  of  193S,  snd  particularly  the  sharp  rise  which 
occurred  in  the  last  H  months  of  1539  following  the  outbreak  of  the  war  in 
Europe.    Other  forecasters  believe  that  the  inventory  situation  is  not  as 
dark  as  is  painted  by  some  of  the  current  figures,  and  that  it  will  not  pre- 
vent some  degree  of  recovery  from  the  present  recession  during  10^0.  These 
differences  of  opinion  regarding  inventories  have  arisen  many  tines  before, 
because  of  the  lack  of  conclusive  data.     'There  is  hardly  a  more  important  or 
controversial  subject  in  the  realm  of  business  forecasting. 

The  inventory  problem  really  involves  two  questions:     (l)    How  much? 
and  (2)  Hot/  rmeii  is  too  much?  The  first  of  these  Questions  is  a  matter  of 
fact,  of  measuring  the  amount  of  inventories.     The  second  has  to  do  with  the 
significance  of  these  inventories  in  the  business  situation. 

There  are  no  accurate,  fully  representative  data  to  show  the  size  of 
current  inventories.     One  method  of  obtaining  .an  indication  of  those  inven- 
tories is  to  compare  the  consumption  and  production  of  industrial  products. 
For  a  measure  of  consumption  it  is  necessary  to  rely  upon  available  sales 
data.,  which  are  incomplete.     We  do  have  data  on  sales  of  department  stores, 
chain  stores,  and  some  other  classes  of  retail  establishments,   and  some  data 
on  sales  of  wholesalers  and  scattered  data  on  sales  of  manufacture s  such  as 
textile  mills.     ?or  industrial  production  as  a  whole,  it  is  necessary  to  rely 
upon  an  index  such  as  that  of  the  Board  of  Governors  of  the  Federal  Reserve 
System,  although  for  individual  items  both  sales  and  production  data  are 
available.    Naturally,  a  comparison  of  such  over— all  sales  and  production 
data  is  likely  to  be  very  unsatisfactory,   since  the  two  series  are  not  com- 
parable in  many  respects.    The  sales  data,  generally  comprise  finished  indus- 
trial goods  entering  consumption  channels,  whereas  the  production  data  largely 
represent  raw  materials  and  semi- finished  products.     Even  when  adjustments  are 
ma.de  in  the  production  data  to  compensate  partly  for  this  difference,  the  re- 
sulting comparisons  may  or  may  not  be  significant,  arid  may  be  quite  mislead- 
ing. 

Other  data  on  inventories  may  be  obtained  from  income  tax  returns  and 
corporation  statements,  or  from  sample  surveys.     A  number  of  such  indications 
are  shown  in  the  chart  on  the  cover  -page  (prepared  by  Mr.  P.  H.  Bollinger). 
Although  the  general  direction  of  change  in  inventories  may  be  correctly  in- 
dicated by  such  data,  the  latter  differ  considerably  in  the  degree  of  change 
shown,  and  business  forecasters  have  learned  from  sad  experience  to  avoid 
placing  too  much  reliance  upon  these  over— all  measures  of  inventories. 

Nevertheless,  it  is  possible  to  obtain  some  rough  idea  of  the  change 
in  the  general  inventory  situation  merely  by  following  the  course  of  indus- 
trial production.     Anyone  familiar  with  business  conditions  knows  that  con- 
sumption changes  are  not  as  frequent,  rapid,  or  great  in  degree  as  the  changes 
in  industrial  activity  which  have  been  witnessed  in  recent  years.     Thus,  when 
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industrial  production  rose  from  $2  in  liay  1333  to  3.2$  in  December  it  was 
quite  obvious  that  consumption  had  not  kept  pace,  and  that  a  downswing  of 
some  sort  was  in  prospect*    Advance  indications  of  other  turning  points  of 
industrial  activity  in  recent  years  have  been  similarly  evident,  and  have 
constituted  a  principal  basis  for  successful  forecasts  of  changes  in  the 
directional  movement  of  industrial  production* 

The  significance  of  any  absolute  level  of  inventories  depends  upon 
other  attendant  circumstances*    A  volume  of  inventories  which  appears  to  be 
high  at  one  level  of  commodity  prices  or  general  business  activity  may  be 
considered  low  under  other  general  economic  conditions.    One  way  of  taking 
this  into  account  is  to  relate  the  indicated  volume  of  inventories  to  the 
current  and  prospective  volume  of  sales,  as  shown  in  the  accompanying  chart, 
Figt  1  (prepared  by  Mr»  P.  H.  Bollinger).    Although  this  comparison  would  on 
some  occasions  have  given  an  advance  Indication  of  a  turning  point  (e.g., 
1929  and  1937)  >  in  many  other  instances  it  would  have  been  deceiving. 

There  are  good  reasons  for  believing,  however,  that  even  this  approach 
to  the  interpretation. of  inventory  data  may  be  inadequate  and  upon  occasions 
grossly  misleading.    The  difficulty  arises  from  using  any  over— all  measure  if 
inventories  and  sales*     Suppose,  for  example,  that  we  had  an  increase  of  in- 
dustrial activity  from  100  to  120,  due  entirely  to  an  increase  in  the  output 
of  steel  in  response  to  the  prospect  of  higher  steel  prices  at  a  later  date. 
Total  inventories  of  industrial  products,  in  this  event,  might  show  only  a 
slight  increase,  or  the  ri:e  in  stool  inventories  might  even  be  offset  by 
declines  in  other  products.    But  since  steel  has  such  a  heavy  weight  in  com- 
putation of  the  index  Of  industrial  production,  wo  could  confidently  expect 
a  decline  of  the  index  sometime  following  this  spree  of  steel  buying,  while 
the  industrial  users  of  steel  were  absorbing  the  materials  purchased  before 
the  price  rise.     The  only  way  such  an  adjustment  could  be  avoided  would  be 
for  all  other  business  to  be  pulled  up  by  the  spurt  in  stool  activity  to  a 
point  where  the  increased  use  of  finished  products  generally  would  make  it 
possible,  to  absorb  the  extra,  steel  production.     As  a  matter  of  fact,  steel 
mill  activity  can  hardly  be  expected  to  have  such  a  large  effect  upon  other 
business* 

Examination  of  the  changes  in  the  component  elements  of  the  Federal 
Reserve  index  of  industrial  production  during  past  years  indicates  that  the 
changes  in  industrial  production  relative  to  the  movement  of  the  finished 
goods  into  final  consumption  frequently  have  been  of  this  nature.     In  consider- 
ing the  inventory  situation,  therefore,  it  is  much  more  important  to  know  where 
the  inventories  are,  and  the  particular  products  affected,  than  to  know  the 
total  volume  of  inventories.    We  might  have  a  general  increase  in  the  inven- 
tories carried  by  retail  and  wholesale  establishments  which  could  be  carried 
for  a  long  period  of  time  without  any  noticeable  effect  upon  industrial 
activity,  provided  general  economic  conditions  were  favorable  to  the  carry-, 
ing  of  large  inventories.     A  hardware  store  with  large  inventories  must  still 
order  some  individual  items  which  it  has  stocked  less  heavily  or  for  which 
sales  are  greater  than  anticipated.    On  the  other  hand,  if  there  has  been  a 
large  increase  in  the  inventories  of  steel  in  the  hands  of  automobile  com- 
panies and  other  manufacturers  it  is  quite  likely  that  they  will  want  to  work 
off  a  considerable  part  of  these  products  before  reordering,  and  that  this 
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process  will  take  rlacs  within  a  relatively  short  tine.     If  the  increase 
ir  inventories  has  been  on  t he  p art  of  -he  steel  mills  themselves,  in  antici- 
pation of  larger  criers  which  do  net  actually  develop,  the  resulting  adjust- 
ment in  production  nay  cc  even  snicker  and  ::::e  drasoie.     Thus,  the  question  A 
of  How  much  is  too  irich?     depends  upon  the  nature  ana  location  of  the  in- 
ventories much  nere  than  upon  their  at  solute  size  or  even  their  size  in  re— 
lather,  to  current  sales  of  all  products. 

Some  of  the  reasons  for  this  conclusion  may  "be  observed  in  an  analysis 
of  chances  in  the  component  elements  of  the  Federal  Reserve  index  of  in- 
dustrial production  during  the  past  several  years.    A  chart  showing  the  con- 
tribution of  selected  industries  to  changes  in  this  index  has  he en  published 
from  time  to  time  in  The  Demand  and  Price  Situation,  and  data  for  the  years 
1929  to  1939  are  given  on  page  10  of  the  19^0  Outlook  Chart  3ook  for  Demand, 
Credit  and  Prices  published  by  this  Bureau.     This  creak-down  shows  hew  much 
of  each  monthly  change  in  the  Federal  Reserve  index  is  due  to  changes  in  the 
output  of  selectee,  commodities  ~r  groups.     It  takes  into  account  the  weight 
assigned  to  the-  commodity  in  computing  the  index,  as  well  as  changes  in  out- 
put of  the  ccer:oditv.     Ir.  the  accompanying  chart  (Tig.  2),  all  commodities 
other  than  steel  and  textiles  have  been  combined,  and  data  for  years  prior  to 
1336  emitted,  veiling  the  chart  eacier  to  read  than  the  similar  one  previously 
used  in  this  publication. 

Examination  of  these  data,  indicates,  for  example,  that  of  the  total 
drop  cf  the  index  irvo  the  high  erint  in  Hay  '  : "~  e:  the  low  ocint  in  hav  lp3^» £ 
41  percent  was  attributable  to  steel  and  19  percent  to  textiles,  leaving  only  w 
kO  percent  ascribed  to  all  other  commodities.    Likewise,  of  the  total  decline 
from  December  1938  to  April  1939,  36  percent  wag  due  to  steel  and  29  percent 
to  textiles. 

These  two  commodities  not  only  are  heavily  weighted  in  computing  the 
index,  but  also  are  subject  to  greater  fluctuation  than  many  others*  Appar- 
ently the  short-term  fluctuations  in  output  of  these  commodities  have  been  of 
increasing  intensity  in  recent  years,  accounting  in  con si derm: le  part  for  the 
increasing  fluctuations  of  industrial  activity  as  measured  by  this  index* 
These  tendencies  are  the  result  of  a  number  of  circumstances  which  should  be 
obvious  to  any  one  who  follows  conditions  in  these  industries. 


It  is  evident,  therefore,  that  changes  in  steel  inventories,  mill  back- 
logs, and  new  orders,  and  in  consumption  of  steel  and  its  products  by  fabri- 
cators and  final  consumers,  is  one  of  the  most  important  features  of  the 
general  inventory  situation.    The  same  is  true  of  textiles.     In  forecasting 
short— time  movements  of  the  index  of  industrial  production,  these  considerations 
outweigh  many  "hire  which  - 1  first  blush  might   seen  to  be  more  fundamental 
and  important.     In  the  pr<.st  few  years,  at  least,  accurate  data  covering  the 
general  inventory  situation  for  these  items  would  have  made  possible  surprising 
ly  ac curat e  forecasts  of  thv-  turning  points  of  industrial  prediction.     Sven  ' 
with  little  more  than  figures  on  steel  and  textile  production  .available,  and 
sometimes  rid  oc  unreliable  newspaper  reports  regarding  bach— logs  and  inventories, 
it  has  been  possible  by  following  the  situation  closely  to  make  fairly  accurate 
forecasts  of  the  index  of  industrial  activity. 


The  difficulties  involved  in  making  forecasts  based  partly  upon  such, 
irradoquet o  data  relating  to  inventories,  sales,  and  orders  is  well  illustrated 
by  the  present  situation.    As  in  other  initial  downswings  of  recent  years, 
the  decline  of  industrial  production  from  December  1939  to  March  19^0  evident- 
ly is  Largely  a  reflection  of  changes  in  steel  and  textile  output,  with  much 
the  sharpest  drop  occurring  in  the  former  (see  Tig.  2).     The  "back-log  of 
orders  accumulated  during  the  fall  months,  which  since  has  been  gradually  re- 
duced, has  prevented  an  even  sharper  drop  in  output,    ITo  data  are  available 
to  indicate  how  much  of  the  record  steel  production  during  this  period  was 
actually  used  up  by  fabricators:     how  much,  for  example,  went  into  automobile 
production  and  how  much  into  the  steel  inventories  of  automobile  manufacturers. 
The  latter,  and  other  fabricators,  might  have  sufficient  steel  to  last  them 
for  several  months  longer  (in  1937~38  automobile  companies  ordered  very  little 
steel  during  the  entire  year,  c rawing  largely  upon  stocks  accumulated  or  order- 
ed before  the  industrial  decline  set  in).     On  the  other  hand,  they  nay  be* 
nor- ring  the  point  where  new  orders  to  meet  spring  and  summer  requirements  will 
be  imperative.     The  probabilities  are  that  sufficient  new  orders  seen  will  be 
received  by  steel  mills  to  prevent  any  substantial  further  decline  in  steel 
production,  which  otherwise  would  occur  .as  present  mill  back-logs  are  exhaust- 
ed.    If  this  proves  to  be  correct,   some  pickup  in  seasonally  adjusted  steel 
output  may  occur  after  a  "hot torn"  is  reached  this  spring. 

On  the  other  hand,  textile  production  nay  .continue  to  decline,  more 
or  loss  offsetting  any  possible  early  improvement  in  the  steel  situation. 
Here,  again,  the  prospects  depend  in  considerable  measure  upon  .an  uncertain 
inventory  position.     Textile  production  has  been  at  a  relatively  high  level 
for  more  then  a  year ,  and  in  some  lines  has  been  of  record  proportions  since 
the  outbreak  of  the  war  in  Europe.     Despite  increased  exports  of  textiles, 
and  substitution  of  cotton  for  some  other  materials,  the  natural  assumption 
by  many  business  observers  has  been  that  textile  inventories  must  have  been 
greatly  increased  somewhere  along  the  line  from  mills  to  consumers,  but  the 
available  data  on  inventories  do  not  indicate  such  a  condition.    Mill  back- 
logs have  been  substantially  reduced,  however,  and  textile  production  has  been 
declining  in  19^0*     Although  textile  mills  are  notoriously  optimistic,  and  nay 
produce  for  inventory  for  some  time  after  their  back-logs  have  been  exhausted, 
a  further  decline  in  production  seems  highly  probable.     The  data  relating  to 
various  phases  of  the  inventory  situation  in  this  field  of  activity,  however, 
are  not  sufficiently  complete  to  warrant  drawing  more  than  tentative  con- 
clusions. 

Although  other  factors  cuter  into  the  immediate  situation,  the  position 
of  steel  -aid  textiles  is  of  paramount  interest.  Upon  them  will  largely  depend 
the  movement  of  the  index  of  industrial  production  during  the  next  few  months. 
— F.  L.  Thomson 
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